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Business Expanding Investment in 1960—

BUSINEESMEN expect 10 incresse
plant and equipment investment to
$37 billion in 1980, or 14 pereent over
1959, and they report that their invest-
ment vutlnys will rise throughoeut 1950,
Al mpjor industry grovps are planning
highor outloys this pear than last, with
manufacturers reporting & rise of $3
billion (26 pervent) snd other husiness
an additionnd $1¥ hillisn (7 percent).

These investment programs nra ne-
componied by expectations of sizabla
incresses n soles over the records
achioved in 1959, Maoufacturers look
forword 0 an 8 percent sales rise, while
trade companies foresee o 5 percent in-
greass, The investinent ond soles antic-
ipstions were repovted by businessmen
in late Jenuary and February in the
survey conducted annuelly &t this iima
by the Office of Business Economics and
ihe Becurities nnd Exchange Commis-
sion,

Outlays back to 1957 peak

if eapitel expenditures are carried out
necording to these plans, investment in
current dollnrs this year will be about
as high az it was jn 1957, the provious
poak, and some $8% billion above the
recession year 1952, A comparison of
the lnteat anticipations with setual out-
lays in the past few yeara ia piven in
table 1.

The qunrterly datn indicate that busi-
ness iz planning to incresse its invest~
ment feam the sonsonally adjusted ox-
ponditures of 33X billion (annval rate}
in tha final quertar of 1959 to around
%35 billion in the current gqoarter and to
mova ahoad again in the senond quarter
to $57 billion. Therize in astusl spend-
ing for the final guartar reflected small
inereases in manufacturing, mining and
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gommercinl investment, offset in parc
by decrenses in the railvoad snd public
utility industries. The fourth quarter
figpure waos below anrlisr sxpectations,
an¢d probably mirrored ona of tha eon-
sequences of the steal sirike.

Tha firet quarter expenditure ropre-
agnta n large wpward revision over pre~
vigns expectations for the same period
nnd reflecks planned rizes, after sonsonnl
adjustment, in a1l the major groups ex-
cept mining. About $1 billion of tha
$13 billion ndvance is nttributable to
manufacturing and o large part of this
oricinptes in durnble poods industries.
Every group iz contvibuting to the
further seasonolly adjusted rise in the
aecond guarter.

Expects Higher Sales

With a 337 billion outlay for tha
whole year 1060 and an avernge mio of
about ¥36 billion in the first half, o
seeond holf sensonally adjosted nnovsl
rote of $38 hillion iz impliad.

Recovery in gutpnt stimnlates invest«
ment

The survey thus indieates that this
segmant of the seonomy is exhibiting a
lagged recovery that has been obsmrved
in tha other postwar business cyecles.
The main force behind the currently
plonned advance is to be found in Che
rige in ovarull output and the improve-
ment in profita that have cecurred over
the past 2 yenrs. Real gross noational

1960 Investment Programs
Anticipate extension of cyclical recovery
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pro<uet has risgn about 10 pereent from
the recession low in the first quarter of
1058. This economic recovary finds 1e-
flection tn the rise in profita, and favor-
able expeetntions in the near-torm, and
this advanee has increaged the volume
of internal funds availabla for inveats
ment.

1t should be bome in mind ikat in-
vestment exponditures last yoar and in
1958 were low relative to other postwar
yverrd, Tho radio of plant and equip-
ment gutlays to gross notional prodict,
for example, in these 2 yenrs was less
than at any other time in the postwar
period.  In monufactaring particutachy,
where the mnin strength of the current
ndvance les, outlays relative to the
stock of plant and equipment in place
were likewise et postwar lows.

MANUFACTURERS PACE
RISE

Manufacturing firtne are recovering
from 2 yeavs of compavatively low fixed
investmant; the planned outlay of 315
billion scheduled for 1960 & more in
Jing with the cvrrent bigh in outpuat.
All the maojor industriee e planning
inereases and #n 11 of the 15 groupa the
percentage rise amounts to one-zixth ov
more (see takle 2). According to tho
survey, building consttuction nnd equip-
ment expenditures nre expected to risa
by approximately the same proportions,

While the manuiacturing rise is sub-
stantinl £od is sxpected to be the main
factor in investment growih later in the
venr, it does not appenr ab the moment
to be of the same choracter ns the rise in
1955-58, In many mskances the rise is
from ruther Jow rates, and for o major-
ity of the individual industries tho 1880
projections are still lowes than thay
were in 1956-37, which witnessed vee-
ord investment by most monulacturing
industries. Exceptions are electrical
machinery and rubber, where new
highs are keing established, and the
steel and stone, day and glass indus-
tries where the annusl figures are about
the same as previous pealis.

Although the present programs will
resvlt in o sizoble enlargement of manu-
facturing capacity, there are scvernl
reasons for believing thné the supply
situntion is relatively favornble e that
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sxpansion of eapocity is not genernlly
of overviding importance in the carrant
programs. Cver the pasat yenr whole-
gale prices have been eseentially wn-
chonged despitae the large rise in GNP;
whaolesnle prices other than farm and
faod wre up only about 1 percent.

The delivery situwation has also
improved—ae seen for example, in the
very rapid recovery of the stesl industry
after tho end of the steel etrike, Rela-
tive to sales, unfilled order bacldogs
have changed compnrntively littls since
the close of 1958. Thea rise in durzbls
goods manufacturers” unfilled orders
has jost about matehed the 10 percent
growth in sales in the past year, 2o ihog
the backlog cotio wea no higher nb the
end of 1959 than o yeor esrlicr, when
it wos the lowest year-end ratio since
19449,

Metals picture mixed

Aftor 2 =ueeessive years of Tower
eapitn]l outlays, the steel companies
axpect to invest about $1.7 hillion
in 1960—two-thirds more thon thoy
did in 1959. The guartely figures
indieate n rise in seasonally adjusted
expenditures throughoot the yoesr: the
implied sepsonally adjusted rote in the
second half is a8 high as the pravious
record in the third quorter of 1957.

Whilo some of this industry’s plannad
1960 investment represenis o catehing
up om work originally schaduled for the
second half of 1959, and possibly some
replacenents deferred from 1958, it
ghould be noted that the industry
requires subslantial facilitics for finish-
ing and row materinls praduction to
complement the largn incronses in now
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ingot. facilities that were introdoced in
1057-68.

Outlays of nonferrous raetalz pro-
ducers declined in 1959—n yenr  of
atrike interrupted prodoction—for the
gecond your in a row.  This industry is
planning a one-fifth increase in capital
spending this year, which would bring
outlays to pbout hali those of 1957,
Thiy yvear will sea o slight pickup for
aluminum producas, attributalle main-
Iy to resumption of work on a pew
plant, that wos deferred in 1%58 becpuse
of slack demand. Othar nonferrous
metals producers hyve planned Rrger
increases over 1959,

While 1959 wilbnessed o record in
primary alominum shipments, the in-
dustry hos had since 1957 a good-sized
margin of capacity over output. The
gop was narrowed last year—capacity
rosa only 4 percent while ouiput
incressed by one-fourth—but opera-
tions arcund year-end were still only
shghély over 80 percent of capncity.

Durable goods generally up

Elsewhore among durable gosds pro-
dueors, an unuzuplly Jarge rise has beon
programed in the motor vehicke indus-
try, nlthoogh from & comparatively low
1959. Largo ndvances have alzo been
acheduled by the two machinery groups.
The sessonally adjusted rofe in the
first: lialf of 1960 represenis o new pank
for the clectrien]l group, while plannaed
ouilnyz Ly the nonelechiienl moehinory
industey imply n sew high for the
second half of the yewr, The staie,
clay nnd glass industry, which showed
a pronounced gain in investmeant in
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1850 favored by record construction, is
planning & further rise for the coming
Fear.

Peivolenm resumes rige

The integrated petroleum producers
expact to increase their capital outlays
by 13 percent, following 2 vears of
lowered inveatment. If reanlized, the
plans would bring expenditurcs by this
group half wny back to the peal of
1957, The advance s widespread, by
COMPANY.

The breakdown in table 3 of actual
and prejected investment by type of
expenditure, recorded by firms ac-
cownting for about four-fifths of 1950
capital outlays, revenls important dii-
ferences. The lovpe overall increase iz
for refiving, marketing and transporta-

SURYEY OF CURRENT BUSINESS

tion, with refining showing the largest
advance, The rise in refinery expend-
itures is perhops unexpected since
refinery operations rose only slishtly
last year over 1058, which saw the
lowest rets of refinery capacity wtiliza~
tion in the poatwar period.

Ouly a small rise is projected for
production piurposes, which account for
more then half the aggregnte outlays.
The industry hea been hampered in the
recent period by on exeess of domestic
capacity for crude production, even
though imports have been put under a
quota. Oil well completions rose alightly
in 1959 aftar declining for 4 consecutive
yoors but the number completed wos
still substantially below the 1955 peak
year,
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Other noundwrables ahead

Chemicel produsara are planning s
shiarp step-up in capital outlays in 1960
ond the second half is expected to ba
at & record rate. The rubber industry
wos olready at a pesk in the sacond
half of 1850 and anticipates a further
rise in the coming year,

The incronses for the textiles and
paper industriea ara less than average
for all nondurable gonde. Under the
influences of moreased demsnd for
textiles and apparel, texiile investiment
recovered markedly lost year from the
low and ig expected to inerease further
this year. However, some falling off
after midyear is sugpested by the data
supplied. FPoper companies also in-
crensed investment iast yenr and ex.
pach more in 1960,

Manvfacturing Plant and Equipment Expenditures by Major Industries
i Planned outlays in most industries well abave
&
b recession lows but below 1957 paaks
b
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ADYANCE IN
NONMANUFACTURING

Tn vestment by nonmanufacturing jn-
dustries is expected to increnss 31%
billion in 1880 to a record $22 billion.
The overall gain iz about the snme ns
that in 1959.

This yoear is expected (0 zee nnother
lorge inerease in capital expenditures
by domestic airlines as they move
nhead on their programed ncquisition
of turbine-powered nircraft. The pat-
tarn within this yeor is one of & very
high rote scheduled {0 be achieved in
the flrst holf, followed by o decrense.
This depends, of course, to some degres
in the timing of actual deliTaries.

According to data compiled by the
Air Transport Association, domestic
carriers have scheduled a doubling of
turbo-jet deliveries from 1953 to 1960
and 5 sizable decrease in deliverice of
the emaller capacity, snd much-less-
costly turbo-props. Becouse progresa
payments are customonly made for
this type of equipment the deliverics
in a builldup stoge of production lag
somewhat behind actual expenditures.

Last year trucking companics rte-
ported n lorge increase, halting a 3-yeor
decling in invesément. Trailer pro-
duction rese nbout 50 percent from
1958 to 1950 while domeatic track
sales were up more ihon one-third;

SURVEY OF CURRENT BUSINESS

in both casea aarly 1960 figures showad
sizgble pains over a year ago. For
1960, tucking companies have sched-
uled & further risa in equipment ac-
quisitions. Bus companies’ investment
progeama, which have changed little
it recent years, indicnte % small rise
in the year ahead. Independent oil
pipeline compsnies and marine trans-
portation Arma sra scheduling moderate
inarenses in expenditures for 1960,

Utilities investment large

Capital cutlays by the eleciric utih-
ties fell nboui 10 porcent last yesr,
the lorgest nonunl redustiom in $he
postwar peried. This etemmed from
the enrlier cutbacks in new capacity
additions that wers brought about by
the slowing down nnd leveling of electric
snergy output in late 1957 wad carly
1958,

With powar praduction recovering in
mid-18568 and currently at o record,
the electric companies have increased
their investment and are planping a
T parcent pdvance in outlays over 1949.
‘Ths quarterly pattern points to g small
risa in the first hoalf of this yenr, fol-
iowed by a strong ndvenee in the
second.

Evidence of the advanee iz further
seen in new date recently eompiled
through this survey pertaining to the
valoe of work initiated. The total
valne of new work started—regardless
of mnticipated completion date—de-
clined quite markedly from 1957 to
1959 but is expected G inerense aub-
atantially in thiz year, Actnal ex-
penditures show much less fuetoation
than the projects initiated because,

Table §,—Expenditures of Petroleum Mano-
factovimg Flrms. by Type of Qutlnys
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with & very long i{ead time, outlays
in any given year are made not oaly
on new projects in the same yeor buk
also on thosa initisted one and two
yeqprs earlier.

Newly started projects in rscent
yoare (in billions of dollms) are as
follows:

| £, SN $4. 4
R0 a4
B LT R — a2
1960 entinipnied__. £ 0

The gas companies expoct & 7 porcent
rise this year, aftar changing littla
from 1958 to 1958, The quarterly
poétern of thesp expendituras has bean
quite errntic. Sapsonally sdjusied out-
lays fell in &he third quarter of 1859
and sgein rother sherply in the final
quoriar of the year, as 8 result of tha
stool strike. A substantial pickup has
been sehieduled in the first half of 1860,
followed by some reduction in the
second half.

Moderate increase for railroads

Railroad investment s importently
affected by traffic nod earnings—both
of which wera hard hid in the second
half of 1959. Tha railrends at present
report only a moderate increase for
this yesr. In 1850, net rallway opersi-
ing income was lower than in 19568 and
the lowest sines 1949,

The rise ia attributable primarily to
cutlays for road; equipment expendi-
tures are not yet programed to incroase,
Expenditures for equipment—in larga
part froight cers—had fallen to o re-
cession low at the end of 1958 but were
rapidly increased through tha third
quarter of 1950 in line with the recovery
of mduetrial output. Fourth quarter
1959 delivenies were cnt sharply but a
good recovery in ountloys bes heen
schaduled for ths fret and sccond
gunrters of this year.

A large leasing progrom, which i
impoertant in this rise, 13 expected io
he completed this summer, and a
decline in expenditures in this portic-
vlar sagment is suggested for the second
half of 196¢. Ii should ba noted in
passing that previous surveys have
found the railroads to be conservative
regording second-half year ouilaya,
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Rige in comymorcial investment

The uptwn in enpital expenditures
by ratail firms eontinued through 1959
at an accelerated pace. The seasonnlly
adjusted ouilays in the finnl quarter
of 1850 equaled the previous record
renched in 1960 although physical
volume bas nobt yet matched tha
enrlier penk.

EKeinilers’ plans for 1980, as wall

SURVEY OF QURRENT BUSINESS

a5 those for companies in the service
industrics, enll for a further advence
over 1059 though in this aren eoine of
the antunl outlays nre not planned very
far ahead. However, in the large
operations, development of new shop-
ping cenfers is continning, and this
providese an importent stimulus to
inveatment by both commercial firms
and renl estate developers,

The eommunications frrey have pro-

Maprck 1160

groméd an increnss {0 a oew record
m 1060, Aotunl oublays in 1959 were
$2¥ billion, slightly higher than in 1088,

RESULTS VERSUS
- ANTICIPATIONS

Last yeor at this times business pro-
jected & 4-percent rise in investment
aver 1958, Finol figures for 1959 show
that sectual expenditures wera up 6%
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percent. The results of the survey
wera thus again good, with the differ-
ence being less than the averags for the
postwar period.

Less-than-onticipatad uut!a.ya were
made by meoy manafacturing indus-
tries, where the difference woa les than
2 percont, and in public utilitiee—whero
the devintion was sbout 8 perasnt, Al
other major groupe spent more than
planned, In dollar terms, the som-
maergial group, which is 4 special prob-
Iem aren in these anticipetory surveys,
was responsibls for a differenes of morg
than $1 billion between actual and
antivipated expenditurss.

There & reason to beliova that had
it not been for the tie-up of the stesl
flow snd it resultant direct ond in-
direct effacta, lnst yom's inveatment
might have been somewhat larger.
Aprrepate apending in the first half of
1950 wns at 4 seascnslly adjusted an-

Highar Soles in 1960
Antidpated by Businessman
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SURVEY OF CURRENT BUSINESS

nuel rate of $31.8 billion, or shovt the

same ns the Egure anticipated for this .

period one year ago. However, the
rapid improvement in business that had
oceurrad in the first kalf coused business
to raise ite mights somewhat regarding
investment m the second half; the
anticipated 1959 spending as published
in the September Sursey showed & 9
persent vise over 1858,

Actual spending for 1059 fell about
midway betwesn the March and Sap-
tamber anticipations. Port of the dif-
forencs hotween thess two anticipations
reflacta the tendenciss of smaller firms
to understote plons in their esrliar ro-
ported programs.! Actual shorifalls in
the second balf from the summar

Higher Sales in

BUSINESSMEN in oll mejor lines
hold favorable seles aonticipations for
1960, The svailable dats are summa-
rized in table 5. Manufacturing firms
expact 1960 salzs to be 8 parcent higher
ibnn those of 19855, with durable goods
praducers showing s 10 percent rise and
wpondurnble goods companies projecting
o § percent rise. Indurnbles, the largess
anticipnted rise is in the iron and steel
indusiry, but this ia from on abnormally
low base. The expectations of most of
the otbher durable goeds industries are
not grenity different relatively from the
durable nverage, $hough aircralt pro-
ducers foresee only a slight gein,
Amonpg nondurablea producers, the
paper and chemical companies mntici-
patalarger-thon-average advancas whila
food and beverage, textile and petrole-
um firms expect relatively smoller gaine.
Ap of this January, the seasonally ad-
justed aonval rate of manufacturers'
eales wos running about 3¥ percent
sbove the 1955 total, so that in view of
the arnual 1860 salee forecast o further

2 8inca 1T, an uptracd sdjcikment has beon tondo b Hie
annual eanyfarbarieg programs bo oliew far cthip tandengy,
Tho reparting semplis b the eommomeds] od nonmiil b
Parakon Bduetrka bave besny proatly erbarged o reoent
yourn,  Exper|onee with tho e asmpies has iodiceded that
wneall Artiet in theen areos alis teid to dndoratato Ml year
yrigmma  For this roasen, sn upwand pdfuestoemit wes In-
tood dewd i Ko T3 PROETAToE.
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antieipntions were pronounced in the
caea of manufacturing, sspecially in the
czes of primary metels, slectrie and
gas utilities nnd railroads.

. Within manufacturing, most of the
durahble poods industries epent less than
planned, with ¢he stone, clay and gloss
and miseellsnoous dureble group being
exceptions. In nondurables, petrolenm
and chemical firms fell significently
short while all other proups excesded
expectations. Tha largest firms had
projected a rise far last year bub fell
short hy a congiderable margin, actually
epending somewhnt lesz than in 1058
The other firts invested more then the
emell inerenses that wera anticipaied in

tha early reporting.

1960 Anticipated

rize is impliad afier tha beginning of
the venr,

The same situation holds for both
durnble snd nondurnble sates, though
there ia considerable variation by in-
dosiry, In steel, for example, no
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